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(2) Application of overall limitation to
employee stock owmnership plan. An em-
ployee stock ownership plan which
qualifies for, and takes advantage of,
the special dollar limitation provided
in section 415(c)(6) and §1.415-6(g) is
still subject to the 1.4 limitation of
paragraph (a)(1) of this section.

(b) Defined benefit plan fraction—(Q1) In
general. For purposes of paragraph (a)
of this section, the defined benefit plan
fraction applicable to a participant for
any limitation year is a fraction—

(i) The numerator of which is the
projected annual benefit (as defined in
subparagraph (3) of this paragraph) of
the participant under the plan (deter-
mined as of the close of the limitation
year), and

(ii) The denominator of which is the
projected annual benefit (as defined in
subparagraph (3) of this paragraph) of
the participant under the plan (deter-
mined as of the close of the limitation
year) if the plan provided such partici-
pant the maximum benefit allowable
under §1.415-3.

In the event a participant has partici-
pated in more than one defined benefit
plan maintained by the employer, the
numerator of the defined benefit plan
fraction is the sum of the projected an-
nual benefits under all of the defined
benefit plans.

(2) Participants described in section
2004(d)(2) of the Employee Retirement In-
come Security Act of 1974. For purposes
of this paragraph, in the case of a par-
ticipant described in section 2004(d)(2)
of the Employee Retirement Income
Security Act of 1974 (Pub. L. 93-406, 88
Stat. 987), the defined benefit plan frac-
tion applicable to such participant is
deemed not to exceed 1.0 for any limi-
tation year to which section 415 and
this section apply.

(3) Projected annual benefit. For pur-
poses of this section, a participant’s
“projected annual benefit” is equal to
the annual benefit (as defined in §1.415—
3(b)(1)(i)) to which a participant in a
defined benefit plan would be entitled
under the terms of the plan based upon
the following assumptions:

(i) The participant will continue em-
ployment until reaching normal retire-
ment age as determined under the
terms of the plan (or current age, if
that is later).
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(ii) The participant’s compensation
for the limitation year under consider-
ation will remain the same until the
date the participant attains the age de-
scribed in subdivision (i) of this sub-
paragraph.

(iii) All other relevant factors used to
determine benefits under the plan for
the limitation year under consider-
ation will remain constant for all fu-
ture limitation years.

(c) Defined contribution plan fraction—
(1) In general. For purposes of para-
graph (a) of this section, the defined
contribution plan fraction applicable
to a participant for any limitation year
is a fraction—

(i) The numerator of which is the
sum of the annual additions to the par-
ticipant’s account as of the close of the
limitation year and for all prior limita-
tion years, and

(ii) The denominator of which is the
sum of the maximum amount of annual
additions which could have been made
under section 415(c) §1.1415-6(a) (deter-
mined without regard to the special
dollar limitation provided for employee
stock ownership plans under section
415(c)(6) and §1.415-6(g)) for the limita-
tion year and for each prior limitation
yvear of the participant’s service with
the employer (regardless of whether a
plan was in existence during those
years).

For purposes of this paragraph, the
term ‘‘annual additions’ has the same
meaning as set forth in §1.415-6(b).

(2) Special rules for certain annuity
contracts and individual retirement plans.
(i) Except as provided in subdivision
(ii) of this subparagraph, in computing
the defined contribution plan fraction
applicable to an individual on whose
behalf a section 403(b) annuity contract
has been purchased, the amount which
is included in the denominator of such
fraction for a particular limitation
year is the maximum amount which
could have been contributed under the
limitations of section 415(c) and §1.415—
6(a) applicable to the individual for the
particular limitation year. However, if
the individual elects an alternative
limitation described in either section
415(c)(4)(A) or section 415(c)(4)(B) for a
particular limitation year, the denomi-
nator of the fraction for such limita-
tion year is the maximum amount
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which could have been contributed
under the applicable limitations of sec-
tion 415(c) and §1.415-6(a), as modified
by the alternative limitation elected.

(ii) This subdivision provides a rule
for computing the defined contribution
plan fraction with respect to an indi-
vidual on whose behalf a section 403(b)
annuity has been purchased prior to
commencing employment with an em-
ployer which the individual controls
(within the meaning of section 414 (b)
or (c), as modified by section 415(h))
and which maintains a defined benefit
plan. In this situation, the controlled
employer is considered to be maintain-
ing the section 403(b) annuity contract
as a defined contribution plan under
the rules of paragraph (h)(2)(i) of this
section. However, for all years prior to
commencing employment with the con-
trolled employer, the individual does
not have any years of service (within
the meaning of subparagraph (1)(ii) of
this paragraph) with that employer.
Thus, for each limitation year in which
such individual did not have a year of
service with the controlled employer,
the denominator of the defined con-
tribution plan fraction applicable to
the individual is deemed to equal the
numerator of that fraction.

(iii) The rules described in this para-
graph also apply to an individual on
whose behalf an individual retirement
plan (as described in section 7701(a)(37))
has been maintained.

(iv) See paragraph (h)(4) of this sec-
tion for special rules relating to the ag-
gregation of a section 403(b) annuity
contract and a qualified plan.

(d) Special transitional rules for defined
contribution plan fraction. For purposes
of determining the defined contribu-
tion plan fraction under paragraph (c)
of this section for any limitation year
beginning after December 31, 1975, the
following rules shall apply with respect
to limitation years before the first lim-
itation year to which section 415 and
this section apply.

(1) The aggregate amount taken into
account under paragraph (c)(1)(i) of
this section in determining the numer-
ator of the defined contribution plan
fraction is deemed not to exceed the
aggregate amount taken into account
under paragraph (c)(1)(ii) of this sec-
tion in determining the denominator of
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the fraction. Thus, for example, if the
aggregate amount of actual annual ad-
ditions to the plan for all such limita-
tion years is $500,000, while the aggre-
gate amount in the denominator is
$250,000, under the rule set forth in this
subparagraph, the defined contribution
plan fraction is $250,000 divided by
$250,000, or 100 percent.

(2) The amount taken into account
under section 415(c)(2)(B)(i) for each
such limitation year is an amount
equal to—

(i) The amount by which the aggre-
gate amount of employee contributions
(whether voluntary or mandatory) for
all limitation years beginning before
January 1, 1976, during which the em-
ployee was a participant in the plan ex-
ceeds 10 percent of the employee’s ag-
gregate compensation from the em-
ployer for all such limitation years, di-
vided by

(ii) The number of full limitation
years (counting any part of a limita-
tion year as a full limitation year) be-
ginning before January 1, 1976, during
which the employee was a participant
in the plan. Therefore, for purposes of
computing the numerator of a partici-
pant’s defined contribution plan frac-
tion for Ilimitation years beginning
after December 31, 1975, no employee
contributions made to the plan before
the first limitation year to which sec-
tion 415 and this section apply are
taken into account as annual additions
if the aggregate amount of the con-
tributions does not exceed 10 percent of
the employee’s aggregate compensa-
tion from the employer for all limita-
tion years prior to the first such limi-
tation year.

(3) The special transitional rule con-
cerning employee contributions pro-
vided for in paragraph (d)(2) of this sec-
tion does not apply to any employee
contributions (whether voluntary or
mandatory) made on or after October 2,
1973, to the extent that these contribu-
tions exceed the maximum amount of
employee contributions permitted
under the plan as in effect on October
2, 1973. For purposes of the preceding
sentence, plan amendments approved
by the Internal Revenue Service before
October 2, 1973, and actually put into
effect before January 1, 1974, are con-
sidered in effect on October 2, 1973.
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